
DIGEST: 

Protest  a g a i n s t  a g e n c y ’ s  d e t e r m i n a t i o n  t o  r e t a i n  
f u n c t i o n  in-house  based  on A-76 cost comparison 
w i t h  b i d s  r e c e i v e d  i.n r e s p o n s e  t o  I F B  i s  d e n i e d  
where errors made by t h e  aqency i n  computing i t s  
in-house c o s t  es tLyate ,  i f  l=iewed in t h e i r  worst 
l i g h t ,  do  n o t  impac t  t h e  e v a l u a t i o n  r e s u l t .  

C o n t r a c t  S e r v i c e s  Company, I n c .  ( C S C ) ,  p ro tes t s  the 
Naval C o a s t a l  Sl‘stems C e n t e r ,  Panama C i t y ,  F l o r i d a  (Navy) , 
c a n c e l l a t i o n  of i n v i t a t i o n  f o r  b i d s  ( I F B )  X62467-82-B-2843 
and i t s  d e c i s i o n  t o  c o n t i n u e  in-house  per formance  of the 
t r a n s p o r t a t i o n ,  o p e r a t i o n  and  main tenance  r e q u i r e m e n t s  
covered  by t h e  s o l i c i t a t i o n .  

We deny t h e  p ro t e s t .  

The I F B ,  i s s u e d  August 7 ,  1992,  s t a t e d  t h a t  “ s e r v i c e s  
w i l l  b,z p r o v i d e d  under  q u i d c l i n e s  s e t  f o r t h  i n  [ O f f i c e  of 
Management and Budget]  3MB C i r c u l - a r  A-76. ‘I Three  b i d s  vere 
r e c e i v e d .  On September  23, 1982 ,  b i d s  were opened w i t h  CS2 
b e i n g  t h e  a p p a r e n t  low b i d d e r  with a n  a d j u s t e d  cost of 
c o n t r a c t i n g - o u t  of $1 ,381 ,426 v e r s u s  t h e  a d j u s t e d  e s t i i n a t e d  
cost of in-house  per formance  o f  $1 ,400 ,494 ,  far ihe con- 
t r a c t  p e r i o d  of 1 year plus 2 o p t i o n  yedrs. 

Sr:;>s-qrrent t o  b i d  c p e n i n g ,  b u t  p r i o r  t o  the  e n d  of the 
10-working-day p u b l i c  r e v i e w  period , the Navy conducted a n  
e x t e n s i v e  r ev iew of the cos t  cornparison documents and 
r e v i s e d  i t s  cost  comparison f o r i ~ s .  Contemporaneously,  two 
i n t e r e s t e d  p a r t i e s  filed t i m e l y  a p p e a l s  w i t h  t he  Navy 
i d e n t i f y i n g  areas of t h e  cost s t u d y  s u p p o r t i n g  t h e  r e v i -  
s i o n s  made by t h e  Government. The revisicris i n d i c a t e d  t h a t  
in-house per formance  would be S136,070 less  c s s t l y  t h a n  the 
cost of c o n t r a c t i n g - o u t .  

CSZ t i i n e l y  f i l e d  a n  a d m i n i s t r z t i v e  a p p e a l  of t h e  
Navy’s  d e t e r i n i n a t i o n  t o  c o n t i n u e  in-house performance .  I n  
both i t s  i n i t i a l  and  f i n a l  r ev iew,  the  Navy d e n i e d  C S C ’ s  
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appeal. CSC subsequently filed a t i m e l y  protest with GhO. 
CSC contends that: (1) the liavy's poat-bid-opening 
decision to revise its cost study w i l s  improper because the 
revision was not based on an appeal by an interested party: 
and (2) the cost stcdy contained inaccurate calculations in 
violation of the iiavy's Cost Cornparisoil Handbook (CCH) and 
omitted certain costs required to be included in the 
in-house cost estimate. 

Initially, w e  point out, with regard to a protest 
involving a dispute over an agency decision to perform work 
in-house rather than to contract out the services, we will 
only consider allegations of a faulty or rnisleading cost 
comparison. Midland - Maintenance, Inc., B-202977.2, 
February 22, 1982, 82-1 CPD-150; D-1; Associates, €3-201503,  
B-201625, September 10, 1981, 81-2 CPD 208. In the course 
of our review, we will question only whether mandated 
procedures were followed and not the procedures themselves, 
since the procedures are matters of policy within the 
province of the executive branch. D-I: Associates, suprz. 

CSC's contention that the Navy improperly decided to 
revise its cost study because the revision was not baser? on 
an appeal by an interested party is without merit. In 
addition to the Navy, two interested parties, the National 
Federation of Federal Employees and a Xavy employee w h o  
would potentially be affected by the determination m d e  in 
this case, identified areas in the original cost study 
believed not to be in compliance with the cost comparison 
guidelines established in the Department of Defense (DOD) 
and ONB CCN, and related regulations. Since both the DOD 
and OMB CCH (at page 9, paragraph 9 )  list "bidders, 
affected employees, and unions representing affected 
c m p i o ; . ~ ~ n s "  as interested parties, the decision to revise 
the C A ~ :  -stim;lte cannot be said to have been made without 
an appeal by an interested party. In addition, we find 
nothing in the OF!B or DOD CCH or the applicable regulations 
which would preclude the Navy f r o m  revising its cost esti- 
mate if it determines, in good faith, that its estimate was 
originally in nonconformance w i t h  the CCH guidzlines, 
applicable regulations, or solicitation provisions. 

CSC argues that the Navy should not be permitted to 
reduce the in-house estimate .by a s u m  cf $11,040 reflecting 
a decrease in t h z  l a b r  rate escalation factor from 5.1 
percent to 4 percent. We disagree. A Navy directive (CNO 
Washington, D.C., nsg 092109% Apr. 8 2 ) ,  in effect prior to 
and during the issuance of t h e  solicitution, required that: 
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" I f ,  a f t 2 r  b i d  opening, it appears 'Likely t h a t  
app1ica:i.o- of 1 aLest inf.1 a t i o n  i n d i c e s  might 
n s t e r i a i l y  a f f e c t  outcoine or c o s t  conparison, 
na j o r  c-I.siir:lant i s  t~ review cost coi-tpairison and, 
i f  war;acted, d i rec t -  reca lc l i la t ion  u s i n 9  i n f l a -  
tion ir ldlces i n  e f f e c t  a t  bid opening." 

Because t h e  i n f l a t i o n  ind ices  were d i f f e r e n t  a t  b id  
openir,g than when t h e  c o s t  estirxate was c a l c u l a t e d ,  t h e  
Navy ac t ed  proper ly  i n  a d j u s t i n g  i t s  c o s t  es t imate .  

CSC o b j e c t s  t o  a.n adjustment of $22,907 made t o  t h e  
p ro jec t ed  c o s t  of m s t c r i a l s  re. ;ult ing frim ane i idn~nt  0304 
( A u g u s t  9 ,  1982), t;'n.ich l i m i t e d  con t r ac to r  1iabil i t :J  for 
vehic le  r e p a i r s  t o  $2 ,000  F S ~  yeaim i n  excess of a ;:iaxinum 
one-time r e p a i r  c o s t .  Due to  the  amendnent, t h e  c o s t  over 
and above t h e  c o n t r a c t o r ' s  l i a b i l i t y  f o r  m a t e r i a l s ,  e s t i -  
mated by t h e  1Javy frotn h i s t o r i c a l  r e p a i r  c o s t s ,  would be 
borne by t h e  Gov2rnment whether t h e  func t ion  is  cont rac ted  
out  o r  remains in-h-use. For t h i s  reason, t h a t  po r t ion  of 
t h e  est imated c o s t  ( i . e . ,  $22,907, inc luding  an ad jus tnen t  
for i n f l a t i o n  referenced t o  FY 1981 d o l l a r s )  should be 
considered a ''wash item" and de le t e?  frotn t h e  Ixter ia l .  c o s t  
l i n e ,  i n  accordarice w i t h  t h e  I F R ,  axendment 0004, paragraph 
5.10 (excess ive  r e p a i r s )  and OE.l!3 C i r cu la r  A-76 Transmi t ta l  
Menorandan No. 6 ,  s e c t i o n  2 . 6 ,  ,January 26, 1982. CSC 
s t a t e s  t h a t  t h e  d a t a  used f o r  t he  reduct ion  w a s  not made 
a v a i l a b l e  t o  CSC for i t s  cons idera t ion  and , the re fo re ,  
v i o l a t e s  both t h e  l e t t e r  and i n t e n t  of OMB C i rcu la r  A - 7 6 .  
I n  c o n t r a s t ,  t h e  agency s t a t e s  t h a t  "all raw da ta  u s e d  f o r  
determining FY 1?81 n a t e r i a l  costs was a v a i l a b l e  t o  iiny 
.-int.erest?d b idder  a n d  all biC.dsrs were ?d.vi-sed cf this. 'I 
Where, a s  h e r e ,  c c n f l i c t  e x i s t s  between t h e  p r o t e s t e r  and 
t h e  aqericy on a d isputed  ques t ion  of f a c t  and t h e  only 
evidence be fo re  GAO consists of con t r ad ic to ry  a s s e r t i o n s ,  
t h e  p r o t e s t e r  has  not c a r r i e d  i t s  b u r d e n  of a f f i r m a t i v e l y  
proving i t s  a l l e g a t i o n .  Eas t  Blind I n d u s t r i e s ,  Inc., 
R-208170, December 2 9 ,  1 9 8 2 ,  82 -2  CPD 5 8 7 .  

CSC f u r t h e r  o b j e c t s  t o  the 3-year t o t a l  a d d i t i o n  of 
$68 ,670 ,  adclcd a f t e r  hid opening t o  t h e  Navy 's  estirnate of 
cont rac t ing-out  c o s t s ,  based cpoi1 r e t a i n e d  pay ccst $5 

pro jec t ed  f rorn a r o c k  reduction-i.n-force (RIF 1 ,  The agency 
s t a t e s  t h a t  the f i n a l  determin.ation of reasonaSle r e t a ined  
pay costs was based on an a n a l y s i s  of t h e  b e s t  case ( l e a s t  
c o s t )  and worst  case ( g r e a t e s t  c o s t )  R I F  s cena r ios .  The 
proposed best case a n a l y s i s  woul.c'i have added a c o s t  of 
$ 2 4 , 4 6 2  t o  the c o n t r a c t o r s '  hid fo r  r e t a i n e d  pay. The 
worst case  scena r io  would have. added S157,256 t o  the 
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c o n t r a c t o r s  ' b i d .  U n d e r  t h e  c i r c u r ~ s t s n c z s ,  w e  f i n d  t h e  
Nzvy's es t ima te  of r e t a i n e d  pciy c o s t s  to be reascnable  and 
i n  accord crith t h e  insndates of OM3 c i r c u i a r  A - 7 6 ,  
transmi t t a l  memor;indu~n Xo . 6 ,  a t tachre!it  "A,  I' p a r t  C, 
January 2 G ,  i982, wni.ch merely r equ i r e s  t-hat t h e  ageficy 
performing the  c o s t  s t u d y  "estir!iate the r e t a ined  pay costs 
assoc ia t ed  w i t h  those perso%-i!tio would be downgraded a s  a 
r e s u l t  of a conversion."  (Emphasis added.)  T h e  p r o t e s t e r  
has  not  met i t s  burder, of praving t h a t  t h e  Xavy's e s t ima tes  
a r e  no t  reasonably based. See G .  & R. Packinq Company, 
- Inc., B-204192, Apri l  20 ,  1 ~ , ~ ~ ~ 1 3 D  359. 

II II 

CSC contends t.hat t h e  Navy's c o s t  s tudy i n c o r r e c t l y  
o n i t t e d  n a t e r i a l  overhead c o s t s .  CSC c i t e s  CPL!,'L\71"'pm 1 . 3  L 

4860.6C, a t  111-14(3)(g), a s  requi r ing  t h a t  m l t e r i a l  
overhead should be estirnated a t  15 percent  of c'lirect 
ma te r i a l  c o s t s .  The Navy c o r r e c t l y  p o i n t s  ou t ,  hcwever, 
t h a t  the guidance presLnted on page 111-1-4 i s  merely t h e  
review f o r n a t  f o r  c u r r e n t l y  contracted-out  Navy c o s t  
a n a l y s i s  furlctions and i s  t o  bil used only when cont rac t ing-  
o u t  i s  undergoing an assessnent  p r i o r  t o  c o n t r a c t  renewal 
and a review pr ior  t o  r e s o l i c i t a t i o n .  Fac to r s  such a s  
ma te r i a l  overhead a r e  es t imated a t  1 5  percent  of d i r e c t  
ma te r i a l  c o s t s  on t h e  form a s  a s impl i f i ed  procedure f o r  
c o n t r a c t  review and a r e  n o t  used  under a f u l l  c o s t  s tudy.  

The Navy s t a t e s  t h a t  it est imated t h a t  t h e r e  would be 
no mat-.erial overhead c o s t s  because no  whole man-years were 
i d e n t i f i e d  for t h e  supply of d i rec t  ma te r i a l  and  the 
above-noted Xavy d i r e c t i v e  d id  riot r e q u i r e  inc lus ion  
l e s s  than whole man-years i n  t he  estirnate of rnateriai  
overhead costs. We fir,d t h a t  t he  Navy c o r r e c t l y  followed 
the  CCH gu ide l ines  of OMB t r a n s m i t t a l  nernorancluni 90. 6 ,  
paragraph 2 .b., amending t h e  CCH paragraph 9.a. ( 3 )  t o  
s ta te ! :  ' I *  * * c o s t s  t h a t  would be r.he sane f o r  e i t h e r  
in-house or c o n t r a c t  operat ior ,  need not be included i n  t he  
c o s t  conparison. I' 

S i n c e  no whole nan-years were i d e n t i f i e d  under t h e  
a rea  of m a t e r i a l  overhead, there would he no  ma te r i a l  
overhead s h v i n g s  r e a l i z e d  by  t h e  GoverL-irnent due t o  
cont rac t ing-out .  \*:*:e conclude t h a t  the Xavy proper ly  
analyzed i t s  ma te r i a l  overhead c o s t s .  

CSC p o i n t s  o u t  t h a t  t h e  Navy has a l l o c a t e d  zero  General 
and Adminis t ra t ive ( G & A )  expenses t o  t h e  perforrmncc of t he  
c o n t r a c t ,  whereas 0 F ' N ; l V I h J S T  4860.6C a t  III-14(3) ( h )  re-  
q u i r e s  t h a t  CSA ex_ncnses be cci lzulated a t  10 percent  of t h e  
c o s t s  of d i r e c t  labor and fr i l igc:  benefits. 
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We f i n t i  t h a t  t hc  1 0 - p r c a n t  f i y u r c  found i n  C?t?:iVINST 
4860.6C i s  t.0 be :ised o? i ly  a:; an estir:zitr? for review 
p u r p s e s ,  and wc 7 ~ 1 . ~ 0  cmncli.ide i h a t  i.lie did not e r r  
i n  f a i l i n g  LO i.~l~~l.l.:~it? ang' G&,: ~ ~ * : ~ e ! j s ~ : ;  Fn its c r j s t  
est ixiate .  111 j u s t i f y i n g  i t s  ;--*-3ssion o.f GF,A e:; 
Navy- c i t z s  it;s d i r e c L i v e ,  which s tis l.:l;at i n  ca lc i i lz t ing  
t h e i r  estii!l.ates, procuring ac ' i i v i t i e s  are t c ;  "co>;t only 
whole man-years of e €  f o r t  needed t o  stipmrt a c t i v i t y  under 
study. P a r t i a l  nan-years a r e  excluded ;??cause they would 
continue t o  e x i s t  f o r  e i t h e r  in-house or c o n t r a c t  pcr for -  
nunce." The agency argces  t h a t  "a L-ediiC'tiOn of o n l y  1.2 
p o s i t i o n s  o u t  of Eibout G O O  t o t a l  i n  t h e  NCSC wor1;force 
would not  [under the  guideline:; of t h e  aforementioned 
d i r e c t i v e :  genera te  any G & A  savinqs.  I '  r 2 ? ~ ~ r ? ) ; ? ~ ~ : e ,  t h e  Ila-ry 
a l l o c a t e d  n o  G&A t o  t h e  perfcrnanc:+ o,F ck:e IFB req~:.ire- 
rnents. We conclude t h a t  the Navy c o r r e c t l y  followed t he  
guideli-nes of OFIB t r a n s m i t t a l  ncmorztndum, quoted above. 

CSC argues t h a t  t h e  Navy's f a i l u r e  t o  include a f i g u r e  
under l i n e  G of t h e  c o s t  s t c d y  ( " o t h e r  d i r e c t  c o s t s " )  ren- 
ders  t h e  coirlparison u n f a i r  and inaccura te .  W e  clisayree. 
OPNAVLXST 4g360.6C a t  IV - 2 8  11.2. g ives  cxamnles cf "o ther  
d i r e c t  c o s t s "  Sy s t a t i n g  t h a t  they "rxiy include siJecial  
t r a v e l  expenses, p r i n t i n g  survicGs, shop supp l i e s ,  arid 
u t i l i t i e s .  I' The Navy s t a t e s  t h a t  while addressing p7ss ib l e  
omissions t o  t h e  "o the r  d i r e c t  c o s t "  l i n e ,  €our itens were 
fouric-I which n igh t  havc, been presented cn t h i s  line: 
vehic le  muff le r  r e p a i r ,  t r a n s p c r t a t i o n  of t h ings ,  mis- 
cel laneous o t h e r  c o s t s ,  and instrumentat ion changes. The 
Navy s t a t e s  t h a t  these c o s t s  w e r e  riot ignored, but- i n s t ead  
were 1.ncluded under l i n e  one, " n a t e r i a l  c o s t s .  I '  \le agree 
with t h e  f J & v y ' s  cor?aent t h a t  "ccxrtputatioii c;f thes:> cGsts 
r e s u l t s  It? the saxe t o t a l  req3rd less  of where it :;ZS 
decided ta place t h e m . "  Zven i f  t-.h<Are was an e r r o r  i n  
placenent  of t h e  i tem,  it dac?s riot inpac t  the eva lua t ion  
r e s u l t .  I_ See Dyneter ia ,  Inc . ,  B-205487,  June 1, 1 9 8 2 ,  82 -1  
CPD 506. 

CSC contends t h a t  t h e  Navy f a i l e d  t o  inc lude  adequate 
c o s t s  f o r  i t s  opera t ions  overhead ir, i t s  c o s t  s tudy,  
inc luding ,  fo r  example, t h e  c o s t s  of insurance,  s a l a r i e s  
and f r i n g e  b e n e f i t s  of superv isors  and admin i s t r a t ive  
personnel ,  vaca t ions ,  s i c k  l eave ,  t r s i r i i ng  time, 
maintenance and r e p a i r  of Gavernnent equipment, 3Qd support  
c o s t s  for  work done off base. 
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The Navy has stated that it treated insurance as a 
"wash i tern" hecause the Government is self-i3sured ar,d 
continues to be "largely responsible" for casualty 
insurance on facilitizs and equipvent if the functions are 
contracted but perfor-i:ied on Governnent property. Even if 
the Navy were "fully responsible" for casiialty insurance 
(which it is not), the Navy erred by failing to include an 
estimate for liability losses, thereby violating the 
mandates of OMB and DOD CCH at p.35. However, the error, 
calculated to be less than $1,000, is negligible in view of 
the fact that the Government's estimate indicated that 
in-house performance would be $136,700 less costly than the 
cost of contracting-out. - See G e t e r i a ,  Jnc., - supra. - 

The Navy states that it did not cost operations 
overhead positions and related fringe benefits, vacations, 
sick leave, and training costs because it concluded that 
the workload required "significantly less than one nanyear 
of effort" and that the Navy directive states that only 
whole man-years of support from the supervisory work center 
should be costed. In line with our analysis of the Navy's 
handling of its G&A costs, we conclude that the Navy did 
not err by not allocating operations overhecd costs to this 
study. 

CSC claims that the Governnent's estiizates of its 
fringe benefits costs have been calculated incorrectly. We 
agree. While the Navy has used the standard figure of 26  
percent of direct labor costs as suggested by the CCH to 
figure standard fringe benefits, it has not computed the 
figure accurately. The Navy lists $309,159 as its direct 
labor costs. Twenty-six percent of t?,is fic;i;rc yie:-ds a 
base fringe benefit figure of $80,381 versus the $75,341 
computed by the Kavy. This $5,040 yearly error amounts to 
a total error of $15,120 over the 3-year contracting 
period. This error is found, ho:*iever, to have no ir,ipact on 
the determination to continue in-house performance. See 
Dyneteria, Inc., supra. 

- 

CSC contends that the Navy failzd to include the cost 
of depreciation of equipxcnt and tools under t h e  IFE which 
were not being supplied as Government-furnished equipment 
( G F E ) .  The Navy states that non-GPC required under the 
solicitation costs less than $1,000 and was costed under 
line 1 (direct material) of the cost comparison, which need 
be neither capitalized nor depreciated. CSC has not met 
its burden of proving errar in this instance. See East 
Wind Industries, Inc., supra. 

-- - 

. 
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CSC contends t h a t  t h e  Navy's f J i l u r e  t-o include c o s t s  
for  direct l abor  pay escala-tior,  i n  t h e  scco:id and t h i r d  
years  of t h e  c o n t r a c t  c o n f l i c t s  w i t h  our decis ion  i n  
S e r v - r ? i r ,  I n c . ;  Avco, GO Cc;!np. Gen. 44 ( 1 9 0 0 ) ,  80-2 CPD 
317, where W C ~  f c u n d  t h a t  an A i r  Force es t ima te  d id  not  
r e f l e c t  the a c t u a l  cos t  of performing the functioii in-house 
becavs2 it s t r a i g h t - l i n e d  personnel  c o s t s  f o r  t h e  second 
and t h i r d  year  of t h e  c o n t r a c t ,  whereas t h e  c f f e r o r  
e sca l a t ed  second and  t h i r d  year  personnel c o s t s .  We agree 
i n  p a r t  with CSC. 

----- 

The Navy p o i n t s  out t h a t  s i n c e  t h e  s o l i c i t a t i o n  
conta ins  t h e  "Fa i r  Labor Standards Act and S e r v i c e  Contract  
A c t "  prirc adjustment c l ause ,  con t r ac to r  wage in - reases  
r e s u l t i n g  from revised Department of Labor wage r a t e s  a r e  
expected t o  be borne by t h e  Government i n  t he  form of 
c o n t r a c t  p r i c e  increases .  Because of t h i s ,  t h e  Navy argues 
t h e s e  c o s t s  should be t r e a t e d  a s  "wash i tems" and t h e  Navy 
should not  have t o  c a l c u l a t e  d i r e c t  labor  pay e s c a l a t i o n  
i n t o  i t s  es t imate .  I n  Serv-Air, supra,  we r e j e c t e d  an 
argument s i m i l a r  t o  t h e  N a v y ' s  by s t a t i n g  t h a t  t h e  "Fa i r  
Labor s tandards  a c t  and Serv ice  c o n t r a c t  a c t "  c lause:  

-- 

"* * * only provides  f o r  c o n t r a c t  p r i c e  
ad jus tnen t s  i f  t h e  c o n t r a c t o r  i s  compelled to 
increase  employees' wages t o  comply with a 
change mandated by t h e  Department of Labor. 
Thus, i f  a c o n t r a c t o r  i s  a l r eady  paying i t s  
employees more than t h e  minimum wage when an 
increase  i n  t h e  m i n i m u m  wage becomes opera t ive ,  
t h e r e  w i l l  be no c o n t r a c t  p r i c e  ed justment 
un less  t h e  ncw wage excseds the '>ne beii-:g ;'aid. 
Furtliei:, o f f c r o r s  c e r t a i n l y  xay plan t o  inc rease  
proposed personnel  costs i n  yea r s  two and t h r e e  
based on b u s i n e s s  judgxent independent of t h e  
m i n i m u m  wage. " 

The Navy s t a t e s  t h a t  o u r  Serv-Air dec is ion  i s  
inapp l i cab le  h e r e  d u e  t o  guidance provided by CNO 
Xashington D.C. ,  nsg 1419172,  May 8 2 ,  which is t h e  same as 
OMB c i r c u l a r  A - 7 6  t r a n s m i t t a l  memorandum N o .  6 ,  attachment 
" A ,  'I p a r t  "A,  'I which reads:  
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"In cases w h e r e  a contract for the needed 
product or services would include same form of 
economic: ad justxcnt clause for subsrquent 
years, zo aliowance for inflation of those 
costs nrct-ected by the ----- adjustment clause is 
i n c l _ L d r c !  in oclt-y-3ar contract priciny, and 
correspnding costs of Government performance 
should not be inflated. For example, contracts 
subject to the Service Contract Act include a 
clause that provid2s for adjiistments to 
acco1nmod.at.e labor cost increases necessitated 
by future minimum wage determinations. Accord- 
ingly, when contract perforcisnce would be under 
a cc;ntract. subject, to the service contract act, 

-_-d___- 

- 
Lahar custs for Government employees in occupa-, 
ticlns that would he included in the act should 
be deducted from the base f o r  inflation cal- 
culations." (Emphasis added.) 

As enphasized above, only labor costs for contract 
employees in occupations that are covered by the Service 
Contract hct and to the extent cDvered by the act need not 
be included in the base for inflation calculations. For 
example, since the Service Contract Act of 1965 specifi- 
cally exenpts  executive, administrative and professional 
employees, 41 U.S.C. 357(b) ( 1 9 7 6 ) ;  Serv-Air, Inc.; 
AVCO--Air Force Reauest for ReconsiderncFon, 13-195183.3 , 
N a v e ! n S e r  3, 1981, 81-2 CPD 375, labor costs for such 
employees should h a v e  been included in the inflation 
calculations. tiowever, even if an inflation calculation 
would be based on t h e  presumption that - all of the contract 
eIi1ployEtes would bs exempc f r o m  the Service Contract Act and 
t h a t  the Goveriment should escalate -- all ef its direci: labor 
costs, the corresponding increase in the Government's esti- 
mate, $37,717.40 ($309,159 (0.04 + 0.082)) 1/ would not 
impact on the evaluation result, where, as here, the 
Government's estimate indicated that in-house performance 
would be $136,700 less costly than the cost of 
contracting-out. - See I)yneteria, Inc., supra. 

___--I- .-_ 
' $ 3 0 9 , 1 5 9  - =.= Total estimated direct labor ccsts per year: 
0.04 = second year inflation coefficient; 0.082 = third 
year inflation coefficient; - see OEIB CCH page 50. 
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Conclus i C j 1 1  - - 
Since t h e  t:zvy's e r ra rs ,  viewed i n  the worst  possible 

l i g h t ,  arr.ount t o  less than ha1.f of the $136,700 d i f f e rence  
between tlie estir tateil  cost. of in-hoiise perforrzance arid the 
cosi; of cont rac t ing-out ,  cor rec t ior r  of the errors would 
have !io impact o n  the eva lua t ion  r e s u l t .  Dyneteria,  Inc., 
supra .  

The protest is  denied. 

/ Comptroller General 
of t h e  United S t a t e s  




